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STATE PLANUNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

I State of VIRGINIA 
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES 

1. As stipulated in 12 VAC 30-70-23 ,1operating payments for DRG cases that are not transfer cases 
shall be determined on the basis of a hospital specific operating rate per case times the relative 
weight of the DRG to whichthe case is assigned. 

2. As stipulated in 12 VAC 30-70-241, operating payments for per diem cases shall be determined 
on the basis of a hospital specific operating rate per day times the covered days for the casewith the 
exception of payments for per diem cases in freestanding psychiatric facilities. Payments for per 
diem cases in freestanding psychiatric facilities licensed as hospitals shallbe determined on the basis 
of a hospital specific rate per day that represents an all-inclusive payment for operating and capital 
costs. 

3. As stipulated in 12 VAC 30-70-251, operating payments for transfer cases shallbe determined as 
follows: (i) the transferring hospital shall receive an operating per diem payment, not to exceed the 
DRG operating payment that would have otherwisebeen made and (ii) the final discharginghospital 
shall receive thefull DRG operating payment. 

4. 	 As stipulated in 12 VAC30-70-261,additionaloperatingpaymentsshall bemade foroutlier 
cases.Theseadditionalpaymentsshall be added to the operatingpaymentsdetermined in 
subdivisions 1 and 3of this subsection. 

5.  As stipulated in 12 VAC 30-70-271, payments for capital costs shall be made onan allowable 
cost basis. 

6. As stipulated in 12VAC30-70-281,paymentsfordirectmedicaleducationcosts of nursing 
schools and paramedical programs shall be made on an allowable cost basis. Payment for direct 
GraduateMedicalEducation (GME) costsforinternsandresidentsshallbe quarterly on a 
prospectivebasis,subjecttocostsettlementbased on the number of fulltimeequivalent (FTE) 
interns and residents as reported on the cost report. 

7. As stipulated in 12 VAC 30-70-291, payments for indirect medical education costsshall be made 
quarterly on a prospective basis. 

8. As stipulated in 12 VAC 30-70-301, payments to hospitals that qualify as disproportionate share 
hospitals shall be made quarterlyon a prospective basis. 

C. The terms used in this article shallbe defined as provided in this subsection: 

“Base year” means the state fiscal year for which data is used to establish the DRG relative weights, 
the hospital case-mix indices,the base year standardizedoperating costs per case, and the base year 
standardized operating costs per day. The base year will change when the DRG payment system is re­
based and re-calibrated. In subsequent re-basing, the Commonwealth shall notify affected providers of 
the base year to be used in this calculation. 

“Base year standardized costs per case” reflects the statewide average hospital costs per discharge for 
DRG cases in the base year. The standardization process removes the effects of case-mix and regional 
variations in wages from the claims data and places all hospitals on a comparable basis. Base 
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STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 

State of VIRGINIA 
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT 

SERVICES 

result in an expenditure for outlier operating payments equal to 5.1%of total operating 
payments,includingoutlieroperatingpayments,forDRGcases.Themethodology 
described in subsection A of this section shall be applied to all base year DRG cases on 
an aggregate basis, and the amount of the outlier operating fixed loss threshold shall be 
calculated so as to exhaust the availablepool for outlier operating payments. 

12 VAC30-70-270. Repealed. 

12 VAC 30-70-271. Payment for capital costs. 
A. Capital costs shall continue to be paid on an allowable cost basis and settled at the 

hospital’sfiscalyearend,followingthemethodologydescribed in Supplement3 
(12 VAC 30-70-10 through 12 VAC 30-70-130). 

B. Theexceptiontothe policy in subsectionAofthissectionisthat the hospital 
specificrate per dayforservices in freestandingpsychiatricfacilitieslicensed as 
hospitals, as determined in 12 VAC 30-70-321 B, shall be an all-inclusive payment for 
operating and capital costs. 

C.Untilprospectivepaymentforcapitalcostsisimplemented, the provisionsof 
12 VAC 30-70-70 regarding recapture of depreciation shall remainin effect. 

12 VAC 30-70-280. Repealed. 

12 VAC 30-70-281. Payment for direct medical education costs of nursing schools, 
paramedical programs, and graduate medical educationfor interns and residents. 

A. Direct medical education costs of nursing schools and paramedical programs shall 
continueto be paid on an allowablecostbasis.Paymentsforthesedirectmedical 
education costs shall be made in estimated quarterly lump sum amounts and settled the 
hospital’s fiscal year end. 

B. Finalpaymentforthesedirectmedicaleducation ( sts shall be the sum 
of the paymentthe dEd Fee­fee-for-service-BMedied managpayment 
for-service DMedEd payment is the ratio of Medicaid inpatient casts to total allowable 
costs,timestotalDMedEdcosts.ManagedcareDMedEdpaymentisequaltothe 
managed care days times the ratioof fee-for-service DMedEd payments to fee-for-service 
days. 
C. Effective with costreportingperiodsbeginningonorafterJuly1,2002,direct 

Graduate Medical Education (GME) costs for interns and residents shall be reimbursed 

on a per-resident prospective basis, subject to cost settlement as outlined in subdivision E 

of this section. 


D. The new methodologyprovidesfor the determination of ahospital-specificbase 
period per-resident amount to initially be calculated from cost reports with fiscal years 
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STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 

State of VIRGINIA 
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT 

SERVICES 

ending in state fiscal year 1998 or as may be re-based in the future and provided to the 

public in an agency guidance document. This per-resident amount shall be calculated by 

dividing a hospital’s Medicaid allowable direct GME costs for the base period by its 

number of interns and residentsin the base period yielding the base amount. 


E. Thebaseamountshall be updated annually by theDRI-Virginiamovingaverage 

valuesascompiled andpublished by DRIoWEFA,Inc. (12 VAC 30-70-351). The 

updated per-resident base amount will then be multiplied by the weighted number of full 

timeequivalent (FTE)internsandresidentsasreportedontheannualcostreportto 

determine the total Medicaid direct GME amount allowable for each year. Payments for 

direct GME costs shall be made in estimated quarterly lump sum amounts and settled at 

the hospital’s fiscal year end based on the actual number of FTEs reported in the cost 

reporting period. The total Medicaid direct GME allowable amount shall be allocated to 

inpatient and outpatient services based
on Medicaid’s share of costs under eachpart. 

F. Direct medical education shall not be a reimbursable cost in freestanding psychiatric 
facilities licensed as hospitals. 

12 VAC 30-70-290. Repealed. 

12 VAC 30-70-291. Paymentfor indirect medical education costs. 

A. Hospitalsshallbeeligible to receive paymentsforindirectmedicaleducation. 
Thesepaymentsrecognizethe increased use of ancillaryservicesassociated with the 
educationalprocessandthehighercase-mixintensity of teachinghospitals.The 
payments for indirect medical education shall be made in estimated quarterly lump sum 
amounts and settled at the hospital’sfiscal year end. 

B. Final payment for IME shall be determined as follows: 
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State of VIRGINIA 
FOR PAYMENT,’ METHODS AND STANDARDSESTABLISHING RATES-INPATENT 

SERVICES 

12 VAC 30-70-350. Repealed. 

12 VAC 30-70-351. Updating ratesfor inflation. 

Each July, the DRI-Virginia moving average values as compiled and publishedby DRIoWEFA, 
Inc.undercontractwiththedepartmentshall be usedtoupdatethebaseyearstandardized 
operating costs per case, as determined in12VAC30-70-361,andthebaseyearstandardized 
operating costs per day, as determined in 12 VAC 30-70-371, to the midpoint of the upcoming 
state fiscal year. The most current table available prior to the effective date of the new rates shall 
beusedtoinflatebaseyearamountstotheupcomingrateyear.Thus,correctionsmade by 
DRIoWEFA, Inc. in the moving averages that were used to update rates for previous state fiscal 
years shall be automatically incorporated into the moving averages that are being used to update 
rates for the upcoming state fiscal year. 

12 VAC 30-70-360. Repealed. 

12 VAC 30-70-361. Base year standardizedoperating costs per case. 

A. For the purposes of calculating the base year standardized operating costs per case, base 
year claims data for all DRG cases, including outlier cases, shallbe used. Base year claims data 
for per diem cases shall not be used. Separate base year standardized operating costs per case 
shall be calculatedforTypeOneandType Two hospitals. In calculatingthebaseyear 
standardized operating costs per case, a transfer case shall be counted as a fractionof a casebased 
on the ratio of its length of stay to the arithmetic mean length of stay for cases assigned to the 
same DRG as the transfer case. 

B. Usingthedataelementsidentified in subsectionE of12VAC30-70-221,thefollowing 
methodology shall be used to calculate the base year standardized operating costs per case: 

1. The operating costs for each DRG case shall be calculated by multiplying the hospital’s 
totalchargesforthecase by thehospital’soperatingcost-to-chargeratio, as definedin 
subsection C of 12 VAC 30-70-22 1. 

2. The standardized operating costs for eachDRG case shallbe calculated as follows: 

a. The operatingcostsshallbemultiplied by thestatewideaveragelaborportion of 
operating costs, yielding the labor portionof operating costs. Hence, the non-labor portion 
of operatingcostsshallconstituteoneminusthestatewideaveragelaborportion of 
operating costs times the operating costs. 

b. The labor portion of operating costs shall be divided by the hospital’s Medicare wage 
index, yielding the standardized labor portionof operating costs. 

c. The standardized labor portion of operating costs shallbe added to the non-labor portion 
of operating costs, yielding standardized operating costs. 

3. The case-mix neutral standardized operating costs for each DRG case shall be calculated 
by dividing the standardized operating costsfor the caseby the hospital’s case-mix index. 

TN No. 00-07 HCFA ID: 
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STATE PLAN UNDER TITLE XIXOF THE SOCIAL SECURITY ACT 

State of VIRGINIA 

METHODS AND STANDARDSFOR ESTABLISHING PAYMENT RATE-
OTHER TYPESOF CARE 

0 1. General. The policy and the method to be usedin establishing payment rates for each type of care or 
service (other than inpatient hospitalization, skilled nursing and intermediate care facilities) listed in 
$1905(a) of theSocialSecurityActandincludedinthisStatePlanforMedicalAssistanceare 
described in the following paragraphs: 

Reimbursement payment willestablished are to1. and criteria be whichdesignedenlist 
participation of a sufficient number of providers of services in the program so that eligible 
persons can receive the medical care and services included in the Plan at least to the extent 
these are available to the general population. 

2. Participation in the programwill be limited to providers of services who accept, aspaymentin 
full, the state's payment plus any co-payment required under the State Plan. 

3.  	 Paymentforcareorservicewillnotexceedtheamountsindicatedtobereimbursedinaccord 
with the policy and methods described in the Plan and payments will not be made in excess of 
the upper limits described in 42 CFR 447.304(a). The state agency has continuing access to 
dataidentifyingthemaximumchargesallowed:suchdatawillbemadeavailabletothe 
Secretary, HHS, upon request. 

02. Services whicharereimbursedon a costbasis. 

A. 	 Paymentsforserviceslistedbelowshallbeonthebasis of reasonablecostfollowingthe 
standards and principles applicable to the TitleXVIII Program with the exception provided for 
insubdivision 2 c of subsection D below.Theupperlimitforreimbursementshallbeno 

higher than payments for Medicare patients on a facility by facility basis in accordance with 

42 CFR 447.321 and42 CFR 447.325. In no instance, however, shall charges for beneficiaries 

oftheprogrambeinexcessofchargesforprivatepatientsreceivingservicesfromthe 

provider.Theprofessionalcomponentforemergencyroomphysiciansshallcontinue to be 

non-covered as a component of payment to the facility. 


B. 	 Reasonablecostswillbedeterminedfromthefiling of a uniformcostreport by participating
providers. The cost reports are due not later than 90 days after the provider's fiscal year end. 
If a complete cost report is not received within 90 days after the end of the provider's fiscal 
year,theProgramshalltakeactioninaccordancewithitspoliciestoassurethatan 
overpayment is not being made. The cost report will be judged complete when DMAS has all 
of the following: 

1. Completedcostreportingform(s)provided by DMAS,withsignedcertification(s); 

2.Theprovider'strialbalanceshowingadjustingjournalentries; 
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STATE PLAN UNDER TITLE XIXOF THE SOCIAL SECURITY ACT 

i State of VIRGINIA 
f 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATE-
OTHER TYPES OF CARE 

(4) 


( 5 )  

(e) Servicesprovidedforacutevitalsignchangesas 
specified in the provider manual. 

providedforwhen(0 Servicessevere 
with othercombined one or more of the 

guidelines. 

shall be determined onPayment basedICD-9-CM 
codesandsupporting

documentation. 

DMASongoingshallanreview the 
effectiveness of this program in achieving its objectives
and for its effect on recipients, physicians, and hospitals. 

components may be revisedProgram subject to 
achieving program intent, the accuracy and effectiveness 
of the ICD-9-CM code designations, and the impact on 
recipients and providers. 

C. Outpatient methodology. shall toreimbursement DMAScontinue 
reimburse for outpatient hospital services, with the exception of direct 
graduatemedicaleducationforinternsandresidents,at 100% of 
reasonable costs less a 10 percent reduction for capital costs and a 5.8 
percent reduction for operating costs. 

direct educationofPayment nursingd. 	 for medical costs schools, 
paramedicalprogramsandgraduatemedicaleducationforinternsand 
residents: 

(1)  Direct education schoolsmedical costs of nursing and 
paramedical programs shall continue to be paid on an allowable 
cost basis. 

(2) 	 Effectivewithcostreportingperiodsbeginningon or afterJuly 
1,2002,directGraduateMedicalEducation (GME) costsfor 
internsandresidentsshall be reimbursedonaper-resident 
prospective See forbasis. 12 VAC 30-70-281prospective 
payment methodology for graduate medical education for interns 
and residents. 

3.Ruralhealthclinicservicesprovided by ruralhealthclinicsorotherfederally 
qualifiedhealthcentersdefinedaseligibletoreceivegrantsunderthePublic 
Health ServicesAct 58329,330, and 340. 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State of VIRGINIA 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATE-
OTHER TYPES OF CARE 

4. Rehabilitation Reimbursementagencies. for therapy,physical occupational
therapy, and speech-language therapy services shall not be provided for any sums 
that the rehabilitation provider collects, or is entitled to collect, from the NF or 
any other available source, and provided further, that this amendment shallin no 
way diminish any obligation of the NF to DMAS to provide its residents such 
services, as set forthin applicable provider agreement. 

5.  	 Comprehensive rehabilitationoutpatient facilities 

hospital services.6. Rehabilitation outpatient 

5.1. Inpatientpsychiatricinpatientpsychiatricservicesinresidentialtreatmentfacilities 
(underEPSDT).EffectiveJanuary 1, 2000, thestateagencyshall pay forinpatient 

servicesresidential facilitiespsychiatric in treatment provided by participating 
providers, under the terms and payment methodology described below. 

A. 	 Methodology.EffectiveJanuary 1, 2000, paymentwillbemadeforinpatient 
psychiatric services in residential treatment facilities using a per diem payment 
rateasdetermined by thestateagencybasedoninformationsubmitted by 
enrolledresidentialpsychiatrictreatmentfacilities.Thisrateshallconstitute 
payment for all residential psychiatric treatment facility services, excluding all 
professional services. 

TN No. oL-& Approval Date Effective Date -HH4+6-

Supersedes 

TN No. 9H3T O\- b'\ 




Supplement 1 to 
Attachment 4.19-D 

Page 26 of 61 
STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 

s . 

State of VIRGINIA 

rates before the sale. 

I. 	 Publicnotice. To complywiththerequirements of 3 1902(a)(28)(c)of theSocialSecurity 
Act,DMASshallmakeavailabletothepublicthedataandmethodologyused in 
establishing Medicaid payment rates for nursing facilities. Copies may be obtained by 
request under the existing procedures of the Virginia Freedomof Information Act. 

12VAC30-90-41.1 Modifications to Nursing Facility Reimbursement Formula. 

1. 	 EffectiveonandafterJuly 1,2002,theindirectoperatingceilingasreferencedat 
12VAC30-90-41.A.5 shall be set at 103.9% of the referenced indirect operating 
cost median as determined from the cost reports for the base year2000. 

2.EffectiveonJuly I ,  2002andforonlyStateFiscalYear 2003, theadjustmentfor 
inflation of indirect operating cost ceilings and indirect operating cost rates as 
referenced at 12VAC30-90-41.B shall be made using an inflation percentage of 
0%. Theeffectiveresultisthatnoinflationadjustment will be applied to 
determine the indirect operating cost ceilings andor the indirect operating cost 
rates applicable during State Fiscal Year 2003. 

3. 	 The provisions of thissection 12VAC30-9041.1 shallsupersedetheapplicable 
provisions in 12VAC30-90-4 1. 

12VAC30-90-42. Repealed. 

12VAC30-90-43. Repealed. 

P2VAC30-90-44 to 12VAC30-90-49. Reserved. 

Article 5 

Allowable Cost Identification 


12VAC30-90-50. Allowable costs. 

A. 	 Costswhich are included in ratedeterminationproceduresandfinalsettlementshall be 
onlythoseallowable,reasonablecostswhichareacceptableundertheMedicare 
principles of reimbursement, except as specifically modified in the Plan and as maybe 
subject to individual or ceiling cost limitations and which are classified in accordance 
with the DMAS uniform chartof accounts (see 12VAC30-90-270). 

B. 	 Certification.Thecost ofmeetingallcertificationstandardsfor NF requirementsas 
required by theappropriatestateagencies, by statelaws,or by federallegislationor 
regulations. 
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